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SUBJECT: CAPACITY UTILIZATION; BUSINESS CLIMATE 
REF: BONN 9843 

SUMMARY: THE DECLINE IN THE INDUSTRIAL CAPACITY 
UTILIZATION AS MEASURED BY IFO IS NOT OF THE MAGNITUDE 
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ORIGINALLY THOUGHT AND REPORTED REFTEL. THE SEASONALLY 
ADJUSTED DROP BETWEEN JANUARY AND APRIL WAS EITHER 0.6 
OR 1.6 POINTS (DEPENDING ON WHICH SERIES IS USED) AND 
NOT 3.0 POINTS AS FIRST SUGGESTED BY UNIYEAR IFMY 
PUBLICATIONS. THE IFO "BUSINESS CLIMATE" INDEX ROSE 
SLIGHTLY IN MAY, ACCORDING TO PRELIMINARY CONFIDENTIAL 
DATA, AFTER FIVE MONTHS OF DECLINE. END SUMMARY. 

1 . THE IFO INSTITUTE IN MUNICH HAS SEVERAL MEASURES OF 
CAPACITY UTILIZATION WHICH ARDUNOT ALWAYS CLEARLY 
IDENTIFIED IN THEIR PUBLICATIONS. AS AN EXAMPLE, IN THE 
TEXT OF THE MAY 1977 EDITION OF IFO'S "WIRTSCHAFTS- 
KONJUNKTUR" A CAPACITY UTILIZATION FIGURE OF 80 PERCENT 
IS CITED, WHICH WE REPORTED IN REFTELGB HOWEVER, WE HAVE 
JUST FOUND OUT THAT THIS FIGURE IS NOT CONSISTENT WITH 
THEIR REGULARLY PUBLISHED CAPACITY UTILIZATION SERIES. 
THOUGH NOT SPECIFIED IN THE ARTICLE'S TEXT, WE HAVE 
SUBSEQUENTLY DETERMINED THAT IT WAS NOT SEASONALLY 
ADJUSTED (AS IS THEIR NORMALLY PUBLISHED SERIES) AND 
INCORPORATES A DIFFERENT SELECTION OF INDUSTRIES THAN 
THEIR REGULARLY PUBLISHED SERIES. IFO INFORMS US PRI 
VATELY THAT THE QUESTIONABLE 80 PERCENT FIGURE BELONGS 
TO THE FOLLOWING UNPUBLISHED SERIES: 

MANUFACTURING INDUSTRY CAPACITY UTILIZATION 
NON-SEASONALLY ADJUSTED 
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LM(EXCLUDING CHEMICAL, FOOD AND STIMULANTS INDUSTRIES) 
YEAR JAN APR JUL OCT 


1975 

74.9 

75.4 

74.2 

76.9 

1976 

76.6 

80.2 

79.8 

81.2 

1977 

79.9 

80.3 




IN THE INTERPRETATION OF THE FOREGOING DATA, IFO 
FINDS IT DISCOURAGING TO NOTE THAT THE APRIL 1977 
UTILIZATION IS NO HIGHER THAN ONE YEAR EARLIER. 

2. IFO ALSO HAS ANOTHER SERIES WHICH IS NORMALLY 
PUBLISHED IN THEIR "SCHNELLDIENST" WEEKLY (MOST RECENTLY) 
IN THE MARCH 4, 1977 EDITION), IS SEASONALLY ADJUSTED, 

AND HAS A LONGER LIST OF EXCLUDED INDUSTRIES. WHILE THE 
APRIL FIGURE IN THIS SERIES IS NOT YET PUBLISHED, IFO 
TELLS US THAT IT IS 82.9, DOWN 0.6 POINTS FROM JANUARY. 

WHILE IT IS NOT 3 POINTS DOWN AS REPORTED IN REFTEL, IT 
IS STILL A DECLINE AT A TIME WHEN AN INCREASE WOULD BE 
DESIRED. FOR CLARITY'S SAKE, WE REPEAT THIS SERIES: 
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MANUFACTURING INDUSTRY CAPACITY UTILIZATION 
SEASONALLY ADJUSTED 

(EXCLUDING IRON PRODUCING, IRON, STEEL AND 
CASTING PLANTS, THE NON-FERROUS METAL AND 
CHEMICAL INDUSTRIES, MINERAL OIL PROCESSING, 
AS WELL AS THE FOOD AND STIMULANTS INDUSTRY) 

YEAR JAN APR JUL OCT 
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1975 77.3 76.2 76.3 78.4 

1976 80.2 82.2 81.8 82.6 
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1977 83.5 82.9 

THE COMMENTS THAT WE MADE IN THE REFTEL RE MAXIMUM 
AND AVERAGE RECORDED UTILIZATION RATES OF 92.1 AND 87.6 
IN THIS SERIES ARE STILL VALID AS IS THE CONCLUSION 
THAT LOW CAPACITY UTILIZATION IS A RETARDANT TO 
INVESTMENT PROPENSITY WHEN VIEWED MACROECONOMICALLY. 

3. ANOTHER CAPACITY UTILIZATION SERIES OF IFO, WHICH IS 
NOT PUBLISHED BUT WHICH WE FIRST REPORTED ON IN BONN'S 
03973 (TABLE II) IS PERHAPS THE BEST INDICATOR OF ALL 
THEIR VARIOUS SERIES. IT IS SEASONALLY ADJUSTED, AND 
IT HAS THE BROADEST COVERAGE. IN IT, THERE WAS A 1.6 
POINT DROP IN APRIL FROM THE JANUARY LEVEL, AN EVEN MORE 
DISCOURAGING SIGN THAN SUGGESTED BY THE DATA IN 
PARAGRAPH TWO ABOVE. 

MANUFACTURING INDUSTRY CAPACITY UTILIZATION 
SEASONALLY ADJUSTED 

(EXCLUDING CHEMICAL, FOOD AND STIMULANTS INDUSTRIES) 
YEAR JAN APR JUL OCT 


1975 

76.2 

74.6 

74.4 

76.1 

1976 

77.9 

79.4 

80.0 

80.4 

1977 

81.2 

79.6 




4. IFO HAS AN ENCOURAGING INDICATOR IN THEIR MOST 
RECENT "BUSINESS CLIMATE" FINDINGS. AFTER FIVE 
SUCCESSIVE MONTHS OF DECLINE, THIS INDEX ROSE MODERATELY 
IN MAY. THE DATA IS NOT YET PUBLISHED AND MUST BE 
CONSIDERED PRELIMINARY AND TREATED CONFIDENTIALLY, 
LIMITED OFFICIAL USE 
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OUR IFO SOURCE SAID. THE REVISED DATA FOR 1977 IS AS 
FOLLOWS: 
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IFO BUSINESS CLIMATE INDEX 

JAN 189.9 
FEB 185.5 
MAR 183.8 
APR 180.0 
MAY 181.6 

THE HIGH POINT IN THIS SERIES WAS REACHED LAST SUMMER 
WHEN IT WAS 198.7. 

STOESSEL 
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